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DENMARK - KEY ECONOMIC INDICATORS 
In millions of U.S. dollars unless otherwise stated. (DKK 6.40 = 
$1.00) See note (A). 
1990 199le % Change 1992p 

NATIONAL INCOME ACCOUNTS 
GDP, current prices ($billions) 125.0 130.0 
GDP, constant (1990) prices ($b) 125.0 126.3 
Per Capita GDP, current prices($) 24,315 25,232 
Central Govt. Budget, Balance -3,620 -6,060 
--as percent of GDP 2.9 4.7 
Fixed Investment, current prices 22.2 22.3 
Personal Savings, % of Disp. Income 3.9 3.4 
PRODUCTION AND EMPLOYMENT 
Labor Force (1,000s) 2,863 2,864 2,868 
Unemployment Rate, percent 9.5 10.3 10.4 
Industrial Sales Volume(1985=100) 109 112 117 
Hours worked in Mfg. (1985=100) 91.7 90.0 2 91.5 
WAGES AND PRICES 
Hrly. Wage Rate in Mfg. (1985=100) 133.3 139.8 145 
Wholesale Prices (1985=100) 103.3 104.4 105 
Consumer Prices (1985=100) 121.2 124.1 127 
MONEY AND FINANCE 
Money Stock incl. Time Deposits ($b) 57.8 59.2 61.0 
Bond Rate, average percent i223 10.3 10.0 
Commercial Lending Rate, av. % 14.2 13.0 12.5 
BALANCE OF PAYMENTS AND TRADE 
Foreign Exch. Reserves, Yr.-End 9,894 6,963 8,000 
Total Foreign Debt as % of GDP 35.3 33.7 28.3 
Central Govt. Foreign Debt 18,609 14,584 12,3225 
--Foreign Debt Service 3,521 9,524 3,375 
Current Balance of Payments i,aee 2,224 2,800 
--Trade Balance, Goods & Services 6,564 8,052 8,450 
--Net Payments from the EC 525 391 350 
--Debt Interest Payments (net) -5 , 242 -5,328 -5,000 
--Net Transfers, incl. Foreign Aid -574 -891 -1,000 
Commodity Exports (f.o.b.) 33,819 35,815 37,500 

U.S. Share 1,702 1,650 1,650 
Commodity Imports (c.i.f.) 30,590 32,253 33,500 

U.S. Share 1,898 2,034 1,900 


135.8 
128.8 
26,288 
-5,625 
4.1 
$2.3 
1.6 
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Notes: e = estimated. p = projected 


(A): The above statistics, originally expressed in kroner, have been 
converted at the average 1991 exchange rate to preserve year-to-year 
comparability. Actual exchange rates were Danish kroner (DKK) 

per $1: 1990--6.19; 1991--6.40; 1992--6.25p. 


Main imports of U.S.-origin products, 1991: Machinery & equipment, 
incl. parts, $536 (of which computers $228); civil aircraft & parts, 
$531; coal, $205; chemicals & products, $108; instruments & optical 
articles, $96; military equipment, $93; tobacco, $36; fruits & 
vegetables, $36; yarn, textiles, & wearing apparel, $28; wood, incl. 
plywood, $28; and feedstuffs, $19. 





SUMMARY 


Denmark's strong economy is well placed to benefit from the 
European Community (EC) Single Market, scheduled to begin January 
1, 1993. However, the country's place in the EC became 
problematic when Danish voters rejected the "European Union" (The 
Maastricht Treaty) in a nationwide referendum June 2, 1992. How 
to deal with the "No" will be discussed intensely as the other EC 
members continue the ratification process over the next 6 months. 


The turnaround of the Danish economy since the late 1980s is a 
clear economic success. Nevertheless, a few important imbalances 
remain, most notably high unemployment (10.5 percent) . In June 
1992 Parliament adopted a package of measures which is expected to 
reduce unemployment by about 40,000 in 1993. 


High personal income taxes continue to distort the economy and 
have resulted in strong growth in the underground economy. 
Moreover, commitment to a high level of social services prevents 
agreement on the spending cuts needed before taxes can be reduced. 


Following years of little real growth, Gross Domestic Product 
(GDP) is expected to increase 2 percent in 1992 and 3 percent in 
1993. Growth will be driven by increased private consumption and 
continued strong exports. The inflation rate in 1992 and 1993 is 
projected to drop to about 2 percent, one of the lowest rates in 
the OECD. While imports are starting to pick up, the trade 
surplus is expected to continue to increase in 1992, but stabilize 
in 1993. A continued balance-of-payments surplus will allow 
foreign debt to be reduced to about one-quarter of GDP by the end 
of 1993, compared with almost one-third in 1991. 


Despite successful efforts to keep a lid on "standard" public 
expenditures, increased unemployment benefit costs and reduced tax 
revenues have resulted in deteriorating public sector budgets. 

The public sector deficit is likely to grow from 

2 percent of GDP in 1991 to about 3 percent in 1992. 


The investment climate has improved as a result of low wage cost 
increases, high and improving worker productivity, a reduction in 
corporate taxes, and new investment incentives. 


The EC Single Market and the dollar's depressed value should 
increase opportunities for U.S. exports. However, due to reduced 
aircraft purchases and lack of offsetting gains in other sectors, 
U.S. exports to Denmark are likely to decline in 1992. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Denmark's Future Role in the EC: The Danish "No" to further EC 
political and economic integration (The Maastricht Treaty) in the 
June 2, 1992 referendum has created a difficult and uncertain 
situation with regard to the country's future in the EC. In 
contrast, the country has led all EC member states in implementing 
domestic changes required for the Single Market, which begins 
January 1, 1993. Although a common EC currency is not scheduled 
to come into being until after 1996, only Denmark, France, and 
Luxembourg currently meet the "convergence" criteria of low 
inflation, low public sector budget deficit and debt, and low 
interest rates. Confidence in future economic performance may 
suffer, however, if the other EC countries, as now expected, 
ratify the EC Union despite the Danish "No." However, efforts are 


under way to find a solution which will permit Denmark's continued 
participation. 


The economic forecasts in this report, made before the referendun, 
assume Denmark will remain in the EC, and that tight fiscal 
policies and strong export performance will continue after the 
January 1, 1993 effective date for the EC Single Market. 


Economic Conditions: Denmark, which had suffered from recurring 
trade and balance-of-payments (BOP) deficits, a consequent large 


and increasing foreign debt, low growth, high inflation, and high 
interest rates, has virtually reversed its economic situation. 
The inflation rate is now one of the lowest in Europe, and the 
current account is in the black. Growth in the public sector has 
been restrained, the budget deficit tamed, and interest rates 
stabilized. The major remaining problem is continuing high 
unemployment, nearly 11 percent. 


During the 1987-91 period, annual real growth in the Danish GDP 
averaged only 1 percent. For 1992, however, most economists 
predict real growth of about 2 percent with no increase in 
inflation. In contrast with previous periods, this is occurring 
without eroding the current account surplus. Contributing factors 
are an increase in private consumption, continued strong growth in 
exports, albeit at a slightly reduced rate of about 4 percent, and 
stable public sector spending and investment. In 1993, the GDP is 
expected to grow nearly 3 percent. 


There are several reasons for Denmark's economic success, although 
some of the measures are no longer in force. There have been 
tight fiscal policies and minimum increases in public expenditures 
since 1982 when the present government took office. During the 
same period, Danish monetary policy has reflected that of Germany, 
resulting in a strong krone. A 20 percent tax on consumer loan 





interest payments introduced in 1986 triggered a shift to saving 
which has persisted even though the tax was repealed in 1989. The 


consequent reduction in private consumption also slowed demand for 
consumer imports. 


An indirect export subsidy of 2.5 percent--the AMBI, introduced in 
1988, enhanced the competitive position of Danish exports until 
1992, when it was ruled illegal by the EC Court. To offset the 
revenue lost by repeal of the AMBI, Denmark's value-added tax 
(VAT) was raised three points to 25 percent. 


Stable and in some cases declining prices for imported materials 
for manufacturing enhanced competitiveness, an important factor in 
the improved trade balance. Denmark has also become a minor net 
exporter of oil and natural gas, further reducing imports. 


Government Focus: The positive shift in the economy has been at 
the cost of rising unemployment, in part due to low domestic 
demand and to strong productivity gains. In June 1992 Parliament, 
at the initiative of the government, adopted an "Activity Package" 
aimed at creating entry jobs--especially for young people, 
improving training and education, and providing more social 
service jobs for the elderly and children as well as compensated 
leave for families with children. While the package will not 
reduce public expenditures initially, as most of the new 
"activities" will be financed out of general revenues, it will 
mean a reduction in the number of unemployed and, it is hoped, 
improved work-related skills and attitudes. As a result, 
unemployment is projected to average about 300,000 in 1992 and 


275,000 in 1993, slightly below earlier estimates of 311,000 and 
300,000 respectively. 


In addition, the government established two broadly representative 
committees, tasked with drafting proposals for reforms of the 
unemployment benefit and income tax systems. The government 


intends that the proposals be ready for parliamentary discussion 
late this year. 


Taxes: Although Denmark's overall tax burden decreased from 

51 percent of GDP in 1988 to 48.5 percent in 1991, high marginal 
income taxes (between 50 and 68 percent) and the high VAT have led 
to a steady expansion of the underground economy. In a recent 
privately financed survey, respondents admitted to performing work 
"off the books" equivalent to about 5 percent of GDP. An analysis 
of the replies indicates that the figure may be understated, and 
could be as high as 10 percent. The responses also showed that 
much of the work would not be performed if fully taxed, and the 
resulting income is generally spent on consumption. The minority 
government argues that high marginal taxes are distorting the 





economy and would like to test the effect of a tax reduction. So 
far, however, because of a general commitment to social programs, 
it has not been able to obtain a parliamentary majority for any 
significant changes of the income tax system. 


Foreign Debt: Following more than a century of recurring 
deficits, the BOP showed a surplus of Danish kroner (DKK) 

8.1 billion ($1.3 billion) in 1990, which increased to 

DKK 14.2 billion ($2.2 billion) in 1991. For 1992, the surplus is 
projected to be DKK 18 billion ($2.9 billion). The improvement in 
1991 was the result of increases of DKK 1.0 billion ($156 million) 
in the commodity trade surplus and DKK 8.5 billion ($1.3 billion) 
in the services trade surplus. The improvements were, in part, 
offset by increased transfer payments, including development 
assistance and foreign debt interest payments. The BOP surplus 
has allowed Denmark to start repaying its large foreign debt, 
which peaked in 1988 at DKK 294 billion ($44 billion), 40 percent 
of GDP. At the end of 1991, the foreign debt had been reduced to 
DKK 264 billion ($41 billion), 32 percent of GDP, of which net 
public debt was DKK 235 billion ($37 billion). Half of the public 
debt is krone-denominated government bonds held abroad. The 
projected BOP surpluses for 1992 and 1993 will mean a reduction of 
the foreign debt to about 25 percent of GDP by the end of 1993. 


Exports and Import Trends: Exports of goods and services have 
increased in real terms by more than 6 percent annually since 
1987. Exports in 1991 accounted for 45 percent of GDP compared 
with 37 percent in 1987. In the same period, the import share of 
GDP only rose from 35 to 38 percent. Projections are that exports 
will continue to increase in 1992, albeit at a slightly lower rate 
of about 4 percent. However, imports are picking up, with a 
projected increase of almost 5 percent in 1992, rising to almost 

7 percent in 1993. On that basis, the trade surplus is expected 
to increase in 1992, but stabilize in 1993. 


Investment: Investment by business in equipment, accounting for 
more than half of total business investment, is projected to 
increase 2 percent in 1992 and more than 6 percent in 1993, the 
latter pending an international economic upswing. This increase 
will occur despite a projected 4 percent drop in total business 
investment in 1992 as compared with 1991. 


Productivity, Import Prices, and Inflation: Since 1989, the 
annual inflation rate as measured by the change in the consumer 
price index (CPI) has been stable at about 2.5 percent, less than 
half the average rate of the 1980s. An important factor has been 
limited increases in wages and salary costs as a result of 
reasonable wage settlements and increased productivity. In 
addition, the price of imported goods for use in Danish industries 





has actually dropped in recent years. The inflation rate is 
projected to drop to about 2 percent in 1992 and 1993, assuming 
import prices remain stable and that existing excess industrial 


production capacity is not drastically reduced, creating wage 
pressure. 


Interest Rates: Until late 1989 Danish interest rates were kept 
well above international (particularly German) norms in order to 
finance the recurrent BOP deficit. However, as a result of the 
BOP surplus and low inflation, the interest rate differential 
between Denmark and Germany has narrowed to less than 1 percent. 
Membership in the European Monetary System (EMS) helped the 
government maintain a "firm krone" policy. The trade-weighted 
value of the krone has increased about 5 percent since 1989. In 


the same period, the value of the krone rose almost 20 percent 
against the dollar. 


Public Budgets: The government's objective of keeping a lid on 
"standard" public expenditures has generally been successful. 
However, increasing unemployment costs, of which two-thirds are 
financed by general revenues, and lower than anticipated tax 
receipts due to slack domestic demand have resulted in 
deteriorating central government finances. A surplus in 1987 
became a deficit of DKK 38 billion ($5.9 billion) in 1991, almost 
5 percent of GDP. Local government budgets, traditionally in 
surplus, are also deteriorating. Only government pension funds 
continue to show large surpluses. Taken as a whole, the public 
sector budget deficit in 1991 was about 2 percent of GDP. For 
1992, it is projected to increase slightly to about 3 percent of 
GDP, of which the central government's share will be 

DKK 36 billion ($5.8 billion), equivalent to 4.2 percent of GDP. 


IMPLICATIONS FOR THE UNITED STATES 


The following trade figures are based on Danish statistics, which 
differ from U.S. trade statistics due to significant 


transshipments of U.S. goods to Denmark via other European 
countries. 


Denmark as an Entry to the EC Market: The small, very 
competitive, Danish market appears to be a good test market and 
entry point to the EC for U.S. exports. Access will improve 
further on January 1, 1993, the effective date of the Single 
Market, when most industrial standards will have been harmonized 
and products will be able to move freely throughout the EC's 

320 million consumer market. The only fly in the ointment is the 
possible impact of the Danish "No" on Denmark's place in EC 
integration. 





European Trading Partners: EC countries supply over half of 
Denmark's commodity imports, with Germany alone providing 

22 percent and the EFTA countries, particularly Norway and Sweden, 
almost 25 percent. The distribution of Danish commodity exports 
is similar. EC and EFTA countries buy about three-fourths of 
total Danish exports and account for the bulk of the trade surplus 
of DKK 23 billion ($3.6 billion). Following German reunification, 
the trade balance with Germany shifted dramatically from large and 
recurring Danish deficits to a surplus, a situation likely to 
continue during the entire German restructuring period. 


Trade with the United States: U.S. sales to Denmark have been 
stable recently, as year-to-year changes have mostly been due to 
fluctuations in sales of aircraft and coal. However, in contrast 
with Germany, Denmark has had a deficit in its trade with the 
United States for the last 4 years, which doubled during that 
period to reach DKK 2.5 billion ($390 million) in 1991. The 
United States now ranks as Denmark's fourth largest supplier 
overall and first among non-European sources. In 1991, imports of 
U.S. origin products totaled DKK 13 billion ($2 billion), up 

7 percent from 1990. These imports were capital equipment and 
parts (29 percent), transport equipment--almost entirely aircraft 
(27 percent), raw materials and semimanufactures for Danish 
industries (17 percent), and fuels--almost entirely coal 

(11 percent). Consumer goods, military equipment, and other 
miscellaneous items accounted for the remainder. 


Danish exports to the United States in 1991 were DKK 10.5 billion 
($1.6 billion), down slightly from 1990. Machinery and transport 
equipment, at 30 percent, was the major category, followed by 
agricultural products, mostly pork meat (26 percent), chemicals 
and products, mostly enzymes and insulin (15 percent), and 
furniture (7 percent). Exports to the United States are not 
expected to increase in 1992. 


Due to sharply reduced aircraft purchases by the Scandinavian 
Airlines System (SAS), total U.S. sales to Denmark are expected to 
decrease in 1992. U.S. coal sales at best may stabilize at the 
1991 level of 4.7 million tons, valued at DKK 1.3 billion 

($203 million), as imports of coal from South Africa are being 
resumed following the repeal of the trade ban in early 1992. One 
offsetting factor could be the competitive impact of the decrease 
in the dollar/krone exchange rate, which may assist increased U.S. 
sales of other products. 


Trade in Services: Shipping, tourism, computer software, and 
management consulting services play important roles in Danish-U.S. 
trade in services. Danish vessels, engaged mostly in liner trade 





between third countries and the United States, produced over 


one-fourth of the DKK 32 billion ($5 billion) in Danish shipping 
earnings in 1991. 


As a result of the introduction by U.S. airlines of low fare 
tourist travel and the low dollar, the number of Danes visiting 
the United States has more than doubled since 1986, to 100,000. 
At present, four U.S. airlines serve Denmark: TWA, Delta, Tower 
Air, and Northwest (code-sharing with KLM). Danes spent an 
estimated $200 million in the United States in 1991. The same 
spending is projected for 1992. 


U.S.-owned firms in Denmark also have large shares of the Danish 
markets for computer software services and management consulting 
services, with annual sales probably exceeding DKK 6 billion 
($938 million). 


Foreign Investment Climate: In recent years, U.S. direct 
investment in Denmark has averaged about DKK 500 million 

($80 million) annually, spent mostly on expansion or acquisition 
of well-established, competitive Danish companies. At the end of 
1990, total U.S. direct investment was about $1.6 billion. 


Denmark's stable, productive, and well-educated labor force is an 
important factor for foreign companies considering setting up in 


the EC. Despite Denmark's location in the outskirts of the EC and 
high personal income taxes, stable wage costs, high worker 
productivity, the absence of labor/management disputes, and new 
incentives to attract foreign investment have improved the 
investment climate considerably. 


In 1991 the Danish income tax system was changed to ameliorate the 
investment disincentive of high taxes for foreigners stationed in 
Denmark. Under the new rules, such workers pay a flat 30 percent 
tax on gross income. The government estimates this flat rate 
reduces the cost of providing an employee a tax equalized annual 
salary of $100,000 from about $250,000 to $160,000. The Danish 
corporation and company tax was reduced to 34 percent in 1992, 
compared with 50 percent in 1987. Combined with favorable 
depreciation rules, the tax is now among the lowest in Europe. 


In mid-June 1992, Parliament adopted a legislative package 
providing for the establishment in high-unemployment areas of 
"business zones" with preferential tax treatment, depreciation, 
and employment terms. 


U.S. Subsidiaries: A recent U.S. Embassy survey of approximately 
220 U.S. subsidiaries and affiliates in Denmark with about 20,000 
employees showed that most have a very strong Danish/European 
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profile and employ local management and staff. Most rated their 
level of success on a 1 to 10 scale at 8. However, many of the 
firms were disappointed with the lack of understanding of their 
parent companies of the differences between U.S. and European 
culture and ways of doing business. The often short-term 
strategies and excessive reporting requirements of the parent 
companies were also cited as obstacles to effective operation. 


BEST PROSPECTS FOR U.S. EXPORTS 


U.S. exporters should recognize that products will be required to 
conform to common EC standards and testing requirements, many of 
which are still being developed and which are not based on U.S. 
standards. New-to-market (NTM) and new-to-export (NTE) companies 
should be aware that Denmark is a highly competitive market 
dominated by companies which have spent decades cultivating buyers 


and should be prepared to invest time and considerable effort to 
gain a foothold. 


Following is a list of product and services groupings, extracted 
from the Country Marketing Plan of the U.S. Foreign Commercial 
Service, which have the largest turnover and thus would appear to 
offer opportunities for additional sales by competitive U.S. 
exporters. 


A. Total Market Size in 1992. 
B. U.S. Share of Market (products) or Sales by U.S.-owned Firms 
(services). 


C. Most Promising Subsectors and Their Market Size. 
D. Comments. 


Computers and Peripherals 
A. ~$3.4-Diibion 


B. $235 million 

C. Personal Computers, $550 million; Local Area Network 
Equipment, $125 million; PC Enhancement Equipment, $500 million. 
D. While U.S. brand names dominate the industry, most of their 
products are supplied from plants in Europe or third countries. 


Fierce competition may require U.S. NTM firms to establish their 
own subsidiaries. 


Computer Software and Services 
A. $1.2 billion 


B. $700 million 


C. Application Software, $800 million; Software for Networks, 
$100 million. 


D. Much imported software needs to be modified and/or translated 
for volume sales in Denmark. 





Coal 

A. $578 million 

B. $210 million 

C. Steam Coal, $201 million 

D. South African coal is now returning to the Danish market 
following the repeal of the ban on trade with South Africa. 


Management Consulting Services (MCS) 
A. $875 million 


B. $220 million 

C. Financing and Accounting Management Services, $400 million; 
Management Consulting, $50 million; Data Processing and 
Information, $100 million. 

D. Sales of U.S. MCS are considerable, and U.S. companies have 
had a great impact on this industry in Denmark. There is growing 
awareness of the need and value of contracts management support. 


Oil and Gas Field Machinery and Services 
A. $235 million 


B. $115 million 

C. Drilling Equipment, $105 million; Oil and Gas Pipes, 

$50 million. 

D. The demand for this equipment comes from Danish offshore 
facilities in the North Sea. U.S. suppliers should expect to meet 
the same competitors here as at home. 


Industrial Chemicals 

A. $1.2 billion 

B. $92 million 

C. Inorganic Industrial Chemicals, $300 million; Organic 
Industrial Chemicals, $125 million; Petrochemicals and Related 
Products, $200 million. 

D. The industry offers no substantial growth rates, but it does 
offer a large total market. 


Telecommunications Equipment 
A. $506 million 


B. $22 million 

Cc. Cellular Telephones, $40 million; PBX's, $20 million; Cable TV 
Distribution Equipment, $32 million 

D. Continuing liberalization of the market offers increased 
opportunities for both products and services. High growth rates 
indicate an attractive potential for U.S. exports. 


Pumps, Compressors and Valves 
A. $470 million 


B. $5 million 

C. Pumps, $175 million; Compressors, $150 million; Valves, 

$125 million. 

D. While an attractive total market, U.S. industry should expect 
fierce competition from Danish, Swedish, and German manufacturers. 





Pollution Control Equipment 
A. $575 million 


B. $6 million 

C. Water Pollution Control Equipment, $287. 

D. Danish demand is a strong for all types of pollution control 
equipment to meet legislated environmental protection standards. 
Danish companies are technological leaders. Opportunities 
primarily exist as sub-suppliers to Danish system vendors. 


Electronic Components 
A. $408 million 


B. $26 million 

C. Integrated Circuits, $51 million. 

D. Market characteristics are similar to those in the United 
States--low-cost, mass-produced components from low-production 
-cost nations. Potential for U.S. products is therefore in 
quality, state-of-the-art components, although strong competition 
from local producers and from Germany and Japan should be 
expected. The end-user sector is not growing at present. 


Cosmetics and Toiletries 
A. $280 million 
B. $12 million 


C. Skin Care Preparation, $50 million; Cosmetics, $70 million. 
D. Repeal of a Danish perfume tax in 1991 shifted a major share 


of formerly large duty-free shop sales to domestic sales. 
Recognized U.S. brands are well received in the market. 


Process Controls, Industrial 

A. $127 million 

B. $13 million 

C. Mass Flow Meters, $31 million; Data Display Instrumentation, 
$19 million; Programmable Liquid Controls, $25 million. 


Air Conditioning and Refrigeration Equipment 
A. $77 million 
B. $10 million 


C. Industrial Cooling and Refrigeration Equipment, $50 million. 


Food Processing and Packaging Equipment 
A. $165 million 


B. $4 million 
C. Meat Processing Equipment, $3 million. 


Machine Tools and Metal Working Equipment 
A. $95 million 
B. $3 million 


C. Computer Numerically Controlled (CNC) Machine Tools, 
$60 million. 
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